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MEMORANDUM FOR: Executive Director
THROUGH ¢ Deputy Director (Research)

SUBJECT ¢ NRO Funding

PROBLEM:

1. A decision is required determining whether funds for CIA
projects under the NRO should be included in the CIA Budget as part
of the CIA appropriation or whether they should be included as projects
undertaken by CIA under NRO for which reimbursement is requested.
In either case, the projects (OXCART, IDEALIST, etc.) would be
identified to Congress as projects which would be carried out by the
Agency. In the latter case, however, the funds would be actually
appropriated to the Defense Department and made available to CIA as
reimbursements,

BACKGROUND:

NRO review(s) completed.

/
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4, The new NRO Agreement provides, with respect to funding,
that the NRO will be responsible for (paragraph K.) '""Preparation of
budget requests for all NRO programs, and presentation and sub-~
stantiation of such budget requests to the Secretary of Defense and
the Director of Central Intelligence, the Bureau of the Budget and
Congressional Committees.' The same paragraph also provides that
"CIA will include in its budget presentation to the Bureau of the Budget
and Congressional Committees the funds for those NRP tasks which
are assigned to CIA and which are to be financed from NRO resources."

The new NRO Agreement also provides that the NRO will be
responsible for (paragraph L,) "Direction and management of the
application of, and administration of all funds made available for the
National Reconnaissance Program.' This paragraph also provides
that "Funds expended or obligated under the authority of the Director
of Central Intelligence under Public Law 110 will be administered and
accounted for by CIA,"

5. The DCI has directed that the funds for CIA NRO projects be
included in the CIA budget. It can be argued that either method indicated
in paragraph 1, above would conform to the meaning and spirit of the
provisions of the NRO Agreement and the DCI's instructions,

RELATIVE ADVANTAGES AND DISADVANTAGES OF PROCEEDING BY

WAY OF APPROPRIATION OR REIMBURSEMENT

6. Inclusion by CIA of the for NRO projects
in its appropriation as new obligation authority will have:

a. Advantages as follows:
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(1) The appropriation of funds to the Agency to
finance NRO tasks assigned to CIA will clearly identify,
in the minds of the Congressional Committees and others,
CIA program responsibility for such tasks.

(2) The appropriation to CIA cannot be legally
diverted from CIA to non-CIA projects.

(3) Control of these funds will, accordingly, be
more firmly vested in CIA channels,

b. Disadvantages as follows:

(1) The control vested in CIA by an appropriation
may be more apparent than real, as NRO will, to a
very considerable degree, exercise centralized control
over the administration and funding of projects.

(2) The Defense Department has, thus far, refused
to recognize the validity of appropriations to CIA for NRO
projects as discussed in paragraph 3. above.

(3) Due to the problems of overruns and the urgency
of these NRO projects, it is impractical to budget adequate
funds, either under operations or in the Reserve for
Contingencies, to meet all requirements as they develop.
Thus, the Agency has obtained supplemental funds, as
reimbursements, from DOD.

7. Both the Bureau of the Budget and the Defense Department
have strongly urged centralized budgeting in NRO for all NRO projects.
There is every indication that they would regard insistence by CIA on
the inclusion of funds for NRO programs in the Agency's appropriation
as a retrogression which would probably provoke lengthy renegotiations.
This would appear to be justified only if there are substantial advantages
to be gained from a policy point of view in terms of control or otherwise.
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CONCLUSION

8. In balance, I believe that the disadvantages of including funds
for NRO projects in the Agency's appropriation outweigh the advantages.
Accordingly, I have concluded that it would be better to include in the
CIA budget the amount required for CIA NRO projects as reimbursements
from DOD for the following reasons:

a. Under this arrangement, the funds would be part
of the CIA presentation to the Congress but would not appear
as new obligational authority., This would relieve the Agency
from the onus of defending a request for a
new obligational authority.

b. The integrity of program funds required by CIA to
finance its projects can be maintained by a joint arrange-
ment with the NRO in the form of an instruction issued by
the DNRO and concurred in by the DDNRO or otherwise,

c. Developments to date have uniformly pointed in
the direction of an integrated NRO, Although it is not
intended that the operational components concerned with
NRO activity should be consolidated within the NRO as a
separate entity, it nevertheless appears to be the general
view that the NRO should function with a certain degree of
autonomy. Both the Defense Department and the Bureau of
the Budget believe that centralized programming, budgeting,
and funding is a desirable (if not an indispensable) element
of the NRO, I do not believe that the interests of the Agency
will be adversely affected by acquiescence in this arrange-
ment provided the fund requirements for Agency projects
are clearly identified and administered by CIA,

d. CIA responsibility for the Agency assigned NRO
projects can be effectively exercised through the assignment
of a CIA official as the Deputy Director, NRO, and, where
necessary, through negotiations between the DCI and the
Secretary of Defense.,

9. In reaching these conclusions, it should be recognized that
I am influenced by (a) a desire to reduce the over=-all amount of the
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Agency's budget and (b) the provisions of the NRO agreement con-
cerning executive control of the NRP,

RECOMMENDA TION

10. Accordingly, it is my personal recommendation that NRO
budget for the entire NRP and that CIA reflect in its budget, on a
reimbursement basis, specific projects assigned to it for administration.
I recognize, however, that in the last analysis the DD/R is responsible
for administering the NRO projects assigned to CIA, Accordingly, I will
defer to his ultimate views and am attaching drafts of two instructions;
one to provide for direct appropriations to CIA for Agency administered
NRO projects and the second one for NRO budgeting for the entire NRP
with reimbursements to CIA on Agency administered projects. When a
final Agency policy on this has been established, appropriate Agency
officials should discuss the proposed instructions with the DNRO.

JOHN A, BROGSS
Comptroller

Attachments

Distribution:
Cy #1 of 6 - Exec. Dir.
#2 of 6 - DD/R
#3 of 6 = Comptroller
#4 of 6 - Gen, Counsel
#5 of 6 - C/Budget Div.
#6 of 6 - Comptroller
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SUBJECT: (Optional)

Acting- Comptroller
6E-69 HQ

19 March 1963
TO: (Officer designation, room number, and DATE
building) OFFICER'S COMMENTS (Number each comment to show from whom
INITIALS to whom. Draw a line across column after each comment.)

RECEIVED FORWARDED

Deputy Director (Resedrch) Before Bross left for a few
days vacation he prepared in
rough draft the attached memo-~
Executive Director randum. Although I have done
considerable work in finalizing
the paper, nevertheless, in view
of the fact that it was prepared
initially by John I have signed
the paper for him rather than
as Acting Comptroller.

I should like to point out
that if it is determined that funds
should be appropriated to CIA ﬁ

rather than included in our budge
as a reimbursement that
Alternative Instruction No. 1
might more appropriately be
recast as an agreement between
NRO and the Agency. I feel this
way because of some reluctance
to have the Director of NRO
issue an instruction pertaining
to our appropriation with the
inference that they might have
some control over our ap-
propriated funds. However,
whether it will be an instruction
Oor an agreement can be deter-
mined after a policy deter-
mination has been made.

If either of you would like
to discuss this paper with me I
will be glad to get together with
you at your convenience,
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